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MONTHLY SURVEY OF 

GENERAL BUSINESS CONDITIONS 

February 2$, 1921 



York bank clearings having fallen from the December 
levels. The average price of industrial stocks, on the 
other hand, showed some improvement. Curve C, 
commercial paper rates, rose somewhat, the change in 
this case being the result of the correction for normal 
pre-war seasonal variation. It seems probable, how- 
ever, that the federal reserve system has a stabilizing 



I. THE INDEX 

THE movements in January of the curves of our 
Index Chart reveal cross currents in speculation, 
business, and banking that indicate nothing definite 
concerning the time or extent of a revival of business 
activity. Previous movements of the curves, however, 
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INDEX CHART. The items locating curves A, B, and C all refer to complete calendar months and the points are plotted in the middle of the spaces allotted to the months. 
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Explanation: Each of the three curves on the Index Chart is obtained by 
averaging a group of statistical series, each group being composed of series 
homogeneous in character; i.e., when corrected for the seasonal influence 
and normal growth, the series of each group move in the same direction (up- 
ward or downward) at the same time. The series were all expressed in com- 
parable units before averages were taken. 

Our interpretation of the fluctuations of the three curves of the current 
index chart is based upon the relationship which was discovered among simi- 
lar curves for the period 1903-14. All three curves had wave movements, but 
the upward swings and the crests of the waves were not reached simultane- 
ously. The major movements of speculation preceded those of business by 
4 to 10 months, and the movements of business preceded those of banking by 
2 to 8 months. The sequence of movements holding for upward swings and 
crests also held for downward swings and troughs. 

The persistent decline of curve A and the equally persistent rise of curve 

indicate that a revival of only moderate volume will 
develop during the coming spring. The grounds for the 
conclusion that the revival in the spring will be of 
moderate proportions are found in the continued drag- 
ging of the speculative curve, and more particularly in 
the comparatively slow easing of money rates. The 
persistent strength of rates on commercial paper is 
probably the result of the effort of member banks to 
reduce their obligations with the federal reserve banks, 
combined with large foreign demands for funds. 

Last month curve A, representing speculation, 
reached a new low point. This change is due to a con- 
siderable decline in the volume of trading, both shares 
traded on the New York Stock Exchange and New 



C, both movements beginning in November 1919, forecasted that a decline of 
business activity and commodity prices, curve B, would be inaugurated in 
the spring of 1920. In fact business unsettlement was noticeable in April 
and it has increased since that month while various indices of commodity 
prices have receded since May. The existence of the federal reserve system 
and the action of the banks m increasing rates and restricting credit made 
it appear very unlikely that the business readjustment indicated by the 
index chart would be accompanied by a financial panic. At this writing, 
we have passed the time in the business cycle when a financial panic would 
have occurred, if we were to have one. 

Finally, the decline of curve Cfrom the crest reached last summer and the halt 
in the rapid decline of curve A beginning in July 1920, indicate that the reces- 
sion of business, curve B, now in progress will end in the spring of igzi. The 
prospect for the next two months is a slowing down in the decline of wholesale 
commodity prices, an easier money market, and increasing security prices. 

influence on commercial rates, so that seasonal varia- 
tions are now less than they were in pre-war times. 
Actual rates in January were a shade lower than in 
December. Curve B, representing business, again 
dropped sharply. This change is due to a decline of 2.3 
per cent in wholesale prices and n per cent decline in 
the volume of outside bank clearings. 



II. ECONOMIC SUMMARY 

Specuxation 

Continued high money rates and conflicting develop- 
ments at home and abroad have brought increasing 
dullness in speculative markets during the past month. 

[2S3 
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THE REVIEW OF ECONOMIC STATISTICS 



During the second half of January both railroad and 
industrial stocks lost some of the gains they had made 
since Christmas. In the case of industrials this drop has 
since been regained; but railroad shares, after a brief 
revival late in the month, again slumped and are now 
lower than at any time since the beginning of the year. 
The second half of January also saw a marked falling 
off in the volume of trading which has continued in 
February. 

Bond prices have been adversely affected by the 
number and attractive terms of the new issues. After 
rising steadily during the first three weeks of January, 
Dow, Jones & Co.'s index receded slightly, being now a 
little more than one point below the high mark for the 
present year, reached on January 22. As in the case of 
stock prices, the greatest decline has been in railroad 
securities. 

Business 

Bradstreet's index number for February 1 was $12.37, 
a decrease of 2.3 per cent from the index for January 1. 
Compared with the recessions in November and Decem- 
ber, which were 13 per cent and 7 per cent respectively, 
this reflects very encouraging progress in commodity 
liquidation, and gives grounds for believing that the end 
of the long-continued decline of prices is in sight. 

With respect to volume, business presents a less cheer- 
ful aspect. Bank clearings outside New York City were 
14,960 millions in January, compared with 16,740 mil- 
lions in December. In pre-war years January clearings 
were usually between one and two per cent above De- 
cember clearings. Not too much emphasis, however, 
should be put on this development. It is a normal 
phenomenon at this stage of the business cycle. The 
heavy liquidation which has been forcing down com- 
modity prices is, apparently, largely at an end; but 



buyers in certain lines believe that further concessions 
are to be gained by holding off a while longer. 

The following table giving the figures for bank clear- 
ings for various sections, of the country shows that the 
drop in January was somewhat less, relatively, in the 
Middle West and Southern states. This would seem to 
indicate that the slow moving of the crops, which here- 
tofore has depressed the clearings of these sections below 
the average, is becoming a less serious factor. Evidence 
from other sources confirms this interpretation. Live- 
stock, however, except hogs, is moving slowly and at 
considerable loss. 

Outside Clearings: Actual Figures 
(Unit: $1,000,000) 

March December January Percentage 

Section 1920 1020 1921 Jan. to Dec. 

Middle* 3,871 3,971 3,478 87.6 

New England 1,852 1,771 1,556 87.9 

Middle West 5,468 4)579 4j*79 9*-3 

Pacific -, . . 1,810 1,721 1,546 89.8 

Other West 2,722 2,003 1 >76i 87.9 

Southern 3,185 2,698 2,445 9°-6 

Total 18,908 16,743 14,964 89.4 

* Excluding New York City. 

There are indications that the necessity for price re- 
adjustment is making itself felt in lines that have 
hitherto been least affected. According to Bradstreet's 
latest figures the "Building materials" group is now 
lower than it was a year ago. Certain kinds of lumber, 
notably yellow pine, appear to be chiefly responsible for 
this trend, but of late other commodities in this group 
have shown signs of weakening. High labor costs, how- 
ever, together with continued firmness in certain mate- 
rials, still keep total building costs out of line with 
general conditions. In the iron and steel trades there 



ACTUAL ITEMS OF FUNDAMENTAL SERIES OF BUSINESS STATISTICS, 1920-21* 



GROUP A 



New York 

clearings 

(Units of 

$1,000,000,000) 



Price of indus- 
trial stocks f 
(Units of $i) 



Shares traded 

(Units of 

r, 000,000 shares) 



Building permits 

(Units of 

$1,000,000) 



1920 IQ2I 



Yield on ten 

railroad bonds 

(Units of one 

per cent) 



1920 1021 



Price of twenty 

railroad stocks t 

(Units of $1) 



X02O 1021 



GROUP B 



Outside 

clearings 

(Units of 

$1,000,000,000) 



1920 1921 



Bradstreet's 

prices * 
(Units of $1) 



1920 1921 



Bureau of 
Labor prices 

(Base: average 
for 1913=100) 



1920 



1921 



January . 
February 
March . . 
April — '.. 

May 

June 

July ..... 
August . . . 
September 
October . , 
November 
December 



23.21 
18.14 
22.33 
21.80 
19.74 
20.51 
19.83 
17.89 
18.60 
20.66 

19-43 
20.98 



i8.57 



104.6 
94.4 
99.6 

100.8 
91.4 
91.4 
90.6 

85.4 
87.0 

84.9 
78.4 
71.9 



75-i 



19.88 
21.87 
29.01 
28.45 
16.64 

9-35 
12.54 

13-73 
iS-30 
13.67 
22.07 
24.14 



16.14 



70.0 
68.9 
85.0 

"3-4 
64.0 

74-7 
66.0 
60.8 

S2-3 
5M 
39-5 
38-9 



364 



5-5* 
5-76 
5-74 

5-9i 
6.25 
6.28 
6.21 
6.02 
5-85 
S-69 
5-66 

5-9° 



5-70 



74-9 
72-S 
76.8 

74-4 
72.0 
71.1 
72.8 
74.6 
79.2 
83-6 
80.2 
74.2 



76-5 



18.46 
15.08 
18.91 
17.78 
16.95 
17-85 
I7-6S 
16.48 

!7-39 
18.11 

16.57 
16.74 



14.96 



20.36 
20.87 
20.80 
20.71 
20.73 
19.88 

19-35 
18.83 
17.97 
16.91 
15-68 
13-63 



12.66 
12.37 



248 
249 

253 
265 
272 
269 
262 
250 
242 
225 
207 
189 



177 



* Data are monthly averages or aggregates except for two series: Brad- 
street's prices relate to the first day of the month, and unfilled orders of 
the United States Steel Corporation to the last day of the month. 
, f 1° the Review for June, 1920 these prices were revised. They have 



been computed throughout by securing monthly means of the daily average 
prices, at the close, of 20 stocks for each month, rather than by taking 
means of the highest and lowest daily averages for each month, as formerly. 
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are also evidences of uneasiness: price-cutting by the 
independent producers with dullness and threatened 
competition in the export trade. 

Banking 

The outstanding feature of the credit situation is the 
comparative slowness with which easier conditions are 
developing in the money market. The fact of improve- 
ment is unmistakable in all fundamental relations — 
federal reserve ratios, rediscounting, interdistrict bor- 
rowing; but the six months which have elapsed since 
the peak of the credit stringency have witnessed a much 
less substantial decline in market rates than occurred 
after previous crises in this country. For this there are 
several reasons. The drastic liquidation in commodity 
markets and the serious difficulties in certain export 
markets have made it necessary to "carry" many bor- 
rowers for more or less extended periods — a process 
not yet completed. Moreover, since this was accom- 
plished largely with the aid of the federal reserve banks, 
the extrication of these borrowers from their difficulties 
does not release an equal amount of funds for other 
uses; it merely enables the member banks to reduce 
their liabilities to the reserve banks. And finally, the 
growing realization that we shall have to draw heavily 
on our credit resources in restoring our foreign trade 
introduces a factor not present in previous periods of 
business recovery. 

Call money in New York rose to 9 per cent on Febru- 
ary 3, but was down to 7 per cent a week later with some 
transactions reported on more favorable terms. It is 
probable that the development of an acceptance market 
in New York will have an important influence on the 
fluctuation of call rates. Banks now have the option of 
lending their short time surplus funds on call or buying 
acceptances. There is no reason apparent why call 



rates should now fall below a minimum set by the ac- 
ceptance market. 

Commercial paper is quoted at the prevailing rate 
of 7! per cent after slight stiffening in the middle of 
February. Nevertheless we are of the opinion that the 
credit situation has done more than merely mark time. 
Not only has the feeling of apprehension steadily 
lessened, as bankers have begun to clear up their slow 
loans, but a very large volume of new securities has 
been absorbed in our market. These issues of securities, 
it is true, will ultimately constitute a demand on our 
long-time loan fund, but for the time being the purchase 
of them by dealers and even by investors is effected to a 
considerable extent by means of bank loans. That 
these additional demands on our credit resources have 
been borne as well as they have is an encouraging sign 
of growing strength. 

The condition of the federal reserve system continues 
to show improvement. Since January 14 the ratio of 
the reserves of the combined reserve banks to their 
liabilities has risen from 48.1 per cent to 50.3 per cent 
and bills on hand have decreased from 2,653 millions to 
2,531 millions. Dallas is now the only borrowing reserve 
district. Total loans and discounts of 832 member 
banks are 122 millions lower, according to the latest 
statement. 

III. STATISTICAL SUMMARY 

(A) The Speculative Group 

New York City bank clearings fell from 20,980 million 
dollars in December to 18,570 million dollars in Janu- 
ary, a drop of 11 per cent. Usually New York clearings 
rise about 6 per cent in January. Bank clearings, both 
in New York and elsewhere, normally show sharp 
declines in February; a large part of this decrease is, of 
course, due to the shortness of the month. 



ACTUAL ITEMS OF FUNDAMENTAL SERIES OF BUSINESS STATISTICS, 1920-21 * 



GROUP B 



Business failures 
(Bradstreet) 

(Units of 
one failure) 



Imports 

(Units of 

$1,000,000) 



1920 1921 



Production of 

pig iron 

(Units of 

1,000 tons) 



Unfilled orders 

U. S. S. C.» 

(Units of 

1,000,000 tons) 



GROUP C 



Loans, discounts, 

invest'ts, etc., of 

New York banksf 

(Units of 

$1,000,000,000) 



1920 



192 1 



Deposits of 

New York banksf 

(Units of 
$1,000,000,000) 



1920 



Rate on four-to- 
six months paper 
(Units of 
one per cent) 



1920 1921 



Rate on sixty-to- 
ninety day paper 
(Units of 
one per cent) 



1920 1921 



Dividend 

payments 

(Units of 

$1,000,000) 



I920 I02X 



January . 
February 
March . . . 

April 

May 

June 

July 

August . . , 
September 
October . . 
November 
December 



S°3 
434 
505 
474 
453 
57i 
593 
633 
654 
856 
1056 

i73i 



1993 



474 
467 

524 
496 

43i 
553 
537 
513 
364 
334 
321 
266 



3oi5 
2979 

3376 
2740 
2986 

3044 
3067 

3147 
3129 

3 2 93 
2935 
2704 



2402 



9.29 

9-5° 
9.89 
10.36 
10.94 
10.98 
11. 12 
10.81 

10.37 
9.84 
9.02 
8.15 



7-57 



5-3 2 
5-i4 
5-" 
5-i6 
5.16 
5-i4 
5-i4 
5-12 
5.26 

5-43 
5.26 

5- 2 3 



5-i8 



4.16 
4.12 
4.14 
4.19 
4.16 
4.19 
4.12 
4.02 
4.06 
4.16 
4.04 
4.01 



3-99 



6.06 

6-53 
6.88 
6.97 
7-38 

7-95 
8.09 
8.25 
8.16 
8.12 
8.08 
8.00 



7-94 



6.00 
6.41 
6.68 
6.81 
7.16 
7.72 
7.84 
8.00 

7-97 
8.00 
7.92 
7.88 



7.81 



65.6 
44.1 

524 
64.0 

3°-9 
45-i 
59-i 
46.3 
42.0 
65.8 
3i-8 
5i-5 



* Data are monthly averages or aggregates except for two series: Brad- 
street's prices relate to the first day of the month, and unfilled orders of 
the United States Steel Corporation to the last day of the month. 



t Clearing House banks, including (i) members of the federal reserve 
bank, and (2) state banks and trust companies not in the federal reserve 
system. 
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THE REVIEW OF ECONOMIC STATISTICS 



The average price of twenty industrial stocks was $75.10 
for January, a rise of 4.5 per cent over $71.90 in Decem- 
ber. The average price of twenty railroad stocks also 
showed an advance from December to January. The 
actual averages were $74.20 and $76.50, respectively, 
an increase of 3.1 per cent. 

Bond prices rose in January for all classes of bonds. 
Dow, Jones and Co.'s averages show increases of about 
5 per cent for highest grade rails and for industrials, 3I 
per cent for second grade rails, and 3 per cent for public 
utilities. From October to December the averages of all 
classes declined from 5 to 8 per cent. In the case of 
highest grade rails, the January average was but a 
fraction of one per cent below that for October. The 
other January indices were, compared with the October 
figures, about one per cent lower for industrials, 3 per 
cent lower for second grade rails, and 5 per cent lower 
for public utilities. Below are the averages for October, 
November, December, and January: 



Oct. 10 20 



Highest grade rails . . . 75.03 

Second grade rails 62.75 

Public utilities 54-3o 

Industrials 59-66 



Nov. 1020 
73.80 
60.68 
52.83 
58.61 



Dec. 1920 

71-35 
58.82 
49.88 
55-73 



Jan, 10 2 1 

74.92 
60.89 

51.41 
58.81 



Combined index 62.07 60.64 57-72 60.41 

The average yield on ten American railroad bonds was 
5.70 per cent in January, compared with 5.90 per cent 
in December, 5.69 per cent in October, and 6.28 per cent 
last June. 

The number of shares sold on the New York Stock 
Exchange last month was 16,140,000, a decrease of 33 
per cent from the December total of 24,140,000. 

The value of building permits issued for twenty lead- 
ing cities was $36,400,000 in January, compared with 
$38,900,000 in December, a decrease of 6 per cent, 
which is approximately the usual seasonal change. 
Permits generally show a slight increase — about 5 per 
cent — in February. The value of permits issued has 
been falling off for more than a year. The figure for 
January 1921 is little more than one-half that for the 
same month last year. 

(B) The Business Group 

Bank clearings of the United States outside New York 
City dropped from 16,740 million dollars in December 
to 14,960 million dollars in January, a decline of 11 per 
cent. Usually outside clearings show a slight increase in 
January. As has already been stated, February bank 
clearings normally exhibit a sharp drop, which is 
largely due to the comparatively small number of 
business days in that month. 

Bradstreet's index of wholesale commodity prices was 
$12.37 on February 1, a decrease of 2.3 per cent from 
$12.66 on January 1. This decline is a moderate one 
compared with those of 13.1 per cent and 7.1 per cent 
during November and December, respectively. The 
current index is 41 per cent below the record high point 
reached a year previous. 
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The United States Bureau of Labor Statistics index 
number of wholesale commodity prices for January was 
177, compared with 189 for December, 272 last May, 
and 100 for the year 1913. The decrease from Decem- 
ber to January was 6.3 per cent, somewhat less than the 
declines of 8.0 per cent and 8.7 per cent in November 
and December, respectively. The January figure is the 
lowest that has been registered since April 191 7, 
the month of the entrance of the United States into 
the Great War. Below are shown the group indices for 
May 1920, December 1920, and January 1921. 

May 1920 Dec. 1020 Jan. 1921 

Farm products 244 

Food, etc 287 

Cloths and clothing 347 

Fuel and lighting 235 

Metal and metal products 193 

Building materials 341 

Chemicals and drugs 215 

House-furnishing goods 339 

Miscellaneous 246 

All commodities 272 

From December to January building materials and 
house-furnishing goods showed the largest price reces- 
sions, articles in the former group declining 10 per cent 
and in the latter group 18 per cent below the level for 
December. Farm products, food, and clothing each 
registered a drop of 55 per cent or more, while fuel and 
lighting materials, metals, and chemicals each de- 
creased more than 3 per cent compared with prices in 
the preceding month. In the group of miscellaneous 
commodities the decrease was 7 1 per cent. Of the 327 
commodities or price quotations included in the com- 
parison for the two months, 188 showed a decrease, and 
51 showed an increase. In 78 cases no change in price 
was recorded; of these a majority were articles of food 
and clothing. 

The January index for all commodities, 177, is 35 per 
cent below the record high figure, 272, attained last 
May. This drop is mainly due to declines of 44 per cent 
in farm products, 44 per cent in foods, 40 per cent in 
cloths and clothing, and 30 per cent in building mate- 
rials. Substantial declines also took place in four other 
groups — 23 per cent for the group of miscellaneous com- 
modities, 21 per cent for metals and metal products, 17 
per cent for house-furnishing goods, and 15 per cent for 
chemicals and drugs. The fuel and lighting group fell 
but slightly, 3 per cent, over this period. 

Bradstreet's number of business failures for January 
was 1993, or 15 per cent above December. The usual 
seasonal increase is 20 per cent, while the February and 
March figures are normally about 30 per cent below the 
figures for January. The number of failures for Decem- 
ber and January combined is 3724. This is the highest 
total on record for these two months except that of 
4591 for December 1914 and January 1915, shortly 
after the outbreak of the Great War. The liabilities for 
January 1921 failures are given by Bradstreefs as 66 
million dollars. There are only three previous years on 
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record during which January liabilities were as much as 
one-half of this amount. In January 1908 liabilities 
were 65 million dollars; in January 1914, 35 million 
dollars, and in January 1915, 51 million dollars. 

The decline in pig-iron production which has been in 
progress since October continued last month. The out- 
put in January was 2,402,000 tons, a drop of n per 
cent from 2,704,000 tons in December, and of 27 per 
cent from 3,293,000 tons in October. The production 
last month was the lowest since November 1919. The 
Iron Age states that in January "there was also a 
further net loss of 18 furnaces, bringing the total for 
the last four months to 136, . . . the total in blast on 
February 1 having been 183 furnaces as compared with 
201 on January 1." 

Unfilled orders of the United States Steel Corporation 
were 7,570,000 tons at the end of January, a decrease of 
7 per cent from 8,150,000 tons on December 31. From 
May 31, 1919 to July 31, 1920, the unfilled tonnage rose 
from 4,280,000 tons to 11,120,000 tons. During the 
past six months almost one-half of this advance has 
been wiped out. 



(C) The Banking Group 

The average loans, discounts, and investments of New 
York City Clearing House banks and trust companies 
were 5,180 million dollars in January, a decrease of one 
per cent from the December average of 5,230 million 
dollars and of 42 per cent from the record figure of 5,430 
million dollars for October. The average deposits for the 
same group of banks also fell off slightly — in this case 
about I per cent — during January. The actual aver- 
ages were 4,010 million dollars for December and 3,990 
million dollars for January. 

The average rate on four-to-six months commercial paper 
in New York City showed little change in January, 
being 7.94 per cent, compared with 8.00 per cent in 
December and 7.95 per cent last June. The average 
rate on sixty-to-ninety day commercial paper in New 
York City was 7.81 per cent in January, compared 
with 7.88 per cent in December, and 7.84 per cent last 
July. Commercial paper rates have varied but little 
during the past seven months, fluctuating within a 
range of I per cent. 



